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KEY ECONOMIC INDICATORS: Argentina 


All values in million US$ 
unless otherwise stated. 


ITEM 


Change 


INCOME, PRODUCTION, EMPLOYMENT 





GDP at Current Market Prices 1/ 
GDP at Constant 1960 Market Prices 1/ 
Per Capita GDP, Constant Prices 2 
Plant and Equipment Investment 
Indices: (1960=100) 
Industrial Production (Physical) 
Avg. Labor Productivity 
Avg. Industrial Wage 
Personal Income 4/ 
Employment 
Avg. Unemployment Rate (%) July 5/ 


MONEY AND PRICES 


Money Supply (million of pesos) 
Public Debt Outstanding Domestic 6/ 
External Debt Total 
Interest Rates (Commercial Banks) 
Indices: (1960=100) 
Retail sales 
Wholesale prices 


BALANCE OF PAYMENTS AND TRADE 


Gold & Foreign Exchange Reserves 
Balance of Payments 
Balance of Trade 
Exports, FOB 
U.S. Share (%) 
Imports, CIF 
U.S. Share (%) 
Main imports from U.S.: 
Machinery & Electrical Equipment 
Automotive Equipment & Parts 
Aircraft & Parts 
Iron & Steel Products 
Organic Chemicals 
Aluminum 
Minerals Fuels and Mineral Oils 
Electrical Machinery & Equipment 
Optical, Photographic, Precision, 
Medical Instruments & Apparatus 


Exchange rate (financial market) 
as of December, 1971 
uS$ 1.00 = 8.45 Argentine pesos 


1969 1970 1971 t 
22,978 NA NA NA 
17,572 18, 263 18,958 3.8 

767 785 803 2.3 

3,693 3,879 4,235 9.2 

150.0 159.0 169.0 6.3 

NA NA NA NA 

695.0 821.8 1,125.9 37.0 

8, 840 NA NA NA 

NA NA NA NA 

4.8 4.6 6.3 36.9 
15,409 18,258 ok, 147 32.2 
1,689 2,032 1,890 a: TO 
1,996 2,143 2,527 17.9 
14% 144 22% 57.1 
605 687 925 34 .6 
498 568 792 39.6 
574 759 374 - 50.7 
-109 260 -563 -316.5 
36 88 -129 -246 .6 
1,612 1,773 1,740 - 1.9 
8.7 8.7 9.1 4.6 
1,576 1,685 1,8 10.9 
21.9 24 .8 22.2 - 10.5 
83.0 106.5 114.7 7.7 
35 4 34.6 30.6 - 11.5 
3.6 3.4 15.7 361.8 
58.2 73.9 27 4 - 62.9 
27.4 30.8 37.5 21.7 
8.7 17.2 8.9 48.2 
15.3 19.3 28. 49.2 
20.1 el. 23.1 6.0 


10.0 15.5 17.8 
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KEY ECONOMIC INDICATORS: Argentina (Footnotes) 


L/ 


x 


Sy es 


GDP at current market prices figures for 1969, 1970 and 1971 converted 
to dollars at the exchange rates of 3.50, 4.00 and 5.48 new pesos = 

1 dollar, respectively. GDP at constant 1960 pesos converted to dollars 
at the average exchange rate of 82.7 pesos = 1 dollar. 


Population revised to 1970 census of 23.25 million, 1969: 22.90 million, 
and 1971: 23.60 million, extrapolated at 1.5%. 


Includes investment in machinery, repairs, transportation equipment, etc. 


National Accounts do not provide personal income data. Figure given is 
wages. 


Unemployment figure corresponds to Federal Capital and Great Buenos 
Aires. 


Public debts as of February 1970 include 114 million in Treasury notes 
not previously included in debt figures. 


Source: Instituto Nacional de Estadistica y Censos 


Banco Central de la Repiblica Argentina 
Ministerio de Hacienda y Finanzas 








Summary 


The Argentine economy in 1971 grew at a reasonable rate, although slower 
than in the last several years. Statistics for the early months of 1972 
show a continued moderate rate of growth. Manufacturing activity was es- 
pecially brisk although it was showing signs of weakening at mid-year. 
The serious financial situation - a negative balance of payments and a 
very low level of reserves - contributed to a climate of business uncer- 
tainty and fears that an improvement may be slow in coming. Inflation 

is increasing at considerably above the rate projected for 1972. Although 
favorable economic developments may cause inflation to slow down, it will 
probably remain at uncomfortably high levels through the middle of 1975. 
Agriculture in general is lagging, but the brightest spot in the economy 
is sharply increased receipts from meat exports, which should hold up 
through the end of 1972. 


The major cause of uncertainty is the elections scheduled for March, 19735 - 
the first elections in 8 years. Many businesses in Argentina as well as 
prospective investors are adopting a "wait and see” attitude on new in- 
vestment and on modernization and expansion plans, 


Nevertheless, Argentina is still importing 
at the rate of about $1.8 billion per year, a significant market which 
U.S. exporters should not overlook. Even the likelihood of further govern- 
ment measures to restrict imports during 1972 will probably not reduce the 
actual level of imports very much below the present projected level since 
prior import restrictions have practically eliminated "luxury" and "non- 
essential" imports. The U.S. has been losing its share of the Argentine 
market for about the past year, and more rapidly during the last few months 
for which statistics are available (through February, 1972). This indi- 
cates that greater efforts will be needed by U.S. exporters to maintain 
their position in this market in the face of increasing competition from 
European and Japanese competitors. 





Part A 
Current Economic Situation and Trends 


The Argentine economy is showing a reasonable rate of growth: 3.&% in 1971. 
On a per capita basis, GNP grew by about 2.5%. Advance statistics for the 
first quarter of 1972 show growth to be 5.5% above the corresponding quarter 
of 1971. Stronger industrial activity is contributing to a continued posi- 
tive rate of growth despite lagging agricultural output. Manufacturing in- 
dustry is growing at a rate of 7.& and services at 4.5%. Public sector in- 
vestment in construction has created a 12% rate of growth in that sector, 
although output of the private construction sector has fallen off sharply. 
Government spending, particularly in public works, is supporting the cons- 
truction and capital investment sectors at a time when private investment, 
both in industry and agriculture, is faced with political and economic un- 
certainties. The agricultural sector, which provides most of Argentina's 
exports, showed only a 0.5% rate of growth in the first quarter of 1972. 


Private sector uncertainties are based upon a political change which is due 
in early 1973. National elections are scheduled to return control of the 
government to elected officials after 7 years of military rule. The poli- 
cies now being followed are transitional and may be subject to change after 
elections. 


Also of great importance to slow movement of private investment is a finan- 
cial situation which has progressively worsened through the past year and 

a half. International payments are strongly negative. The balance of pay- 
ments deficit was $563 million in 1971, and a sizeable deficit is anticipated 
for 1972. The balance of payments situation has required the GOA to utilize 
its gold and first credit tranche from the IMF, and also to seek several 
hundred million dollars in credits from U.S. and foreign banks. The continual 
pressure against foreign exchange reserves obligated the Central Bank in March, 
1971 to impose restrictions against capital movements. Gross reserves now 
stand at $339 million dollars, which includes the drawing of the IMF first 
credit tranche of $119.4 million dollars in May. Most significant for the 
private sector was the establishment of a system whereby remittances of prof- 
its, dividends and royalties can only be made through the purchase of dollar- 
denominated Argentine Government bonds. These bonds can be negotiated in 
foreign markets, but carry a discount. Since May 2, 1972, payment for im- 
ports into Argentina is subject to a Central Bank requirement that most im- 
ports obtain at least 180 day financing. Longer periods of financing are 
required for capital goods imports. 


Several large foreign investment projects in the past year or two have been 
abandoned because of nationalist sentiment. These include large potential 
investments in petrochemicals, mining, steel, and oil refining. The govern- 
ment of Argentina has nonetheless sought to encourage foreign investors who 
comply with certain objectives laid down as national goals. For example, 
foreign investment which results in a significant portion of export of output 
has an inherent advantage over an investment which is geared solely to the 








domestic market. The Government regulation factor aside, the climate for 
foreign investment still suffers from a low rate of domestic private in- 
vestment which in turn reflects the business atmosphere. The Government 
severely restricts access to domestic credit by both new foreign investors 
and foreign companies already established in Argentina. 


The political instability is accompanied by a rate of inflation which, on 
retail prices, is exceeding 60% at an annual rate. Wholesale price indica- 
tors show a rate of inflation close to 80%. Monetary and fiscal policy 

have been regulated in the first half of 1972 in an attempt to maintain gross 
output while reducing the availability of money for speculative purposes. In 
general, the monetary authorities have followed a fairly passive policy of 
allowing the money supply to expand to levels "needed" to sustain rising 
prices while holding down unemployment. 


In the second half of 1972 a tighter monetary and fiscal policy are planned 
by the Government as the result of higher reserves requirements and a lower 
real budget deficit: measures now in effect. A primary objective is to lower 
the rate of inflation. On the other hand, unemployment, presently at some- 
thing over 7% in Buenos Aires and higher in the provinces, is a matter of 
serious concern for the Government. It will be a key factor in the evolving 
economic policy. Therefore, no sharp downturn in inflation through fiscal 
and monetary measures should be anticipated, only slower rates of increase. 
Any slackening of the rate of inflation is based on an important uncertainty: 
whether or not the political authorities will be able to maintain monetary 
and fiscal discipline. 


In summary, political and economic uncertainties will continue to dominate 
the economy for the balance of 1972 and the first quarter of 1973. The main 
productive base of the economy is sound, and conditions could improve as a 
political resolution is evolved later in 1973. 


Cost of Living 


As of June, 1972, the cost of living was rising at an annual rate of almost 
60%, continuing the strong upward trend experienced throughout 1971 and 

early 1972. Wholesale prices rose even more rapidly, and in June were at 

an annual rate of 79.9%; the rate for agricultural prices was somewhat higher, 
91.5%, while non-agricultural prices rose at a rate of 72.5%. A realistic 
look at the various factors involved suggests that the rate of inflation is 
likely to remain high, probably around the current level, for the rest of this 
year. If, as is widely expected, cattle offerings increase after the first of 
next year, this would have a favorable effect on the price of this important 
part of the Argentine diet and would enable the GOA to hold down wage increases, 
permitting a gradual decline in the rate of inflation next year. Trends after 


mid-1975 will depend largely on policies adopted by the new government which 
is expected to take office in May. 





Part B 
Implications for the United States 


As far as trade and investment prospects are concerned, the Argentine 
economy presents a mixed picture. Industrial activity in the second quar- 
ter increased over the first quarter. A first quarter survey of major com- 
panies showed that most of them improved their profit position over the 
previous quarter (the average was 16%). Another survey showed that half 

the businessmen expected their second quarter production to be higher than 
in the first quarter, although this level of business optimism was lower 
than in the preceding quarter. However, a profit squeeze is developing. 

The Government 's prices /wages policy is based on an attempt to keep down 
pressure for wage increases by imposing price controls, some formal and 

some informal. The fact that the wholesale prices are increasing faster 
than retail prices means that pressure is mounting on retail prices. Either 
profits go down or prices go up. The Government will probably maintain con- 
siderable pressure to keep prices down. Another Government-decreed wage in- 
crease is expected for no later than September or October (the last .one was 
in May) and businessmen are apprehensive that the Government may require 
them to absorb all or a large part of it without raising prices. However, 
this will mean another considerable injection of purchasing power into the 
economy which wage-earners will probably hasten to spend, thus keeping up 
purchases of consumer goods. 


The main factors keeping the economy running at a relatively high speed 

have been: (1) government-decreed salary increases, which the recipients 
generally spent rather than saved; (2) a high level of government expenditure, 
particularly on public works projects; and (3) the inflationary mentality 
which is taking hold to an increasing degree: "spend now because money will 
be worth less tomorrow". 


If profits decline sharply, so will the desire of Argentine businessmen to 
import new capital equipment. This would leave the Government as the main 
purchaser of such equipment. Indeed, Government agencies and enterprises 
are steadily expanding not only within their present spheres of action, but 
are also going into new fields, for example, petrochemicals. This is a 
trend which is not likely to be reversed and one which U.S. business should 
carefully study. The Government may well decide to expand into other indus- 
trial fields which have been designated as "basic", especially if sufficient 
private capital is not available, or is not willing to invest on terms the 
Government considers advantageous to the overall economy. 


The Government's procurement policy is based on a single principle: to maxi- 
mize the use of its own purchasing power to support Argentine-owned business 
and industry. This means that, on a large project, the Government limits 
tenders to Argentine-owned firms if there are capable firms in the field. 

If it is necessary to invite foreign bids, bids proposing the largest pos- 
sible procurement of Argentine goods and services will be favored. Ifa 
project is partially financed by an international lending organization 








which requires international bidding, it will be broken down into packages 
so that foreign bids are called for only on the portions receiving the in- 
ternational financing. On several occasions in recent years, Government 
agencies have invited and received bids on large projects and have sub- 
sequently thrown out all or some bids after extended periods of negotiation. 
On the other hand, U.S. companies have won some large contracts during the 
past year. The Government's procurement practices should be carefully 
studied by U.S. firms contemplating bidding on large projects. 


In 1971 and through the first half of 1972, Argentine imports have been 
sustained by a high level of industrial activity and by a desire on the 
part of producers and consumers to stockpile and to anticipate future pur- 
chases as a hedge against inflation. Both peso credits and foreign exchange 
credits have generally been readily available to finance imports. However, 
this situation is not likely to last much longer. Foreign financing for 
exports to Argentina is getting tighter because of the general economic and 
political situation, and peso credits are also becoming more difficult to 
obtain. Furthermore, purchases which have been made in anticipation of 
future needs will begin to diminish as businesses and industries become 
stocked-up. 


Another factor which will tend to hold down imports in general is the trend 
towards increasing import restrictions. In the face of a probable balance 
of payments deficit almost as big as that in 1971, the Government is likely 
to impose additional import restrictions. All articles which could be des- 
cribed as luxurious (including most consumer goods) are already subject to 
either flat prohibitiofs, prohibitive tariffs, or import licenses. Since 
this has not brought about a reduction in imports acceptable to the Govern- 
ment, more products will probably be made subject to licensing, quotas may 
be imposed, and the composite exchange rate will almost certainly be altered 
to make imports more expensive. The Central Bank may also lengthen the 


terms of financing which it requires importers to obtain from their foreign 
suppliers. 


Despite all this, imports will probably total around $1.8 billion in 1972. 
Argentina's economy requires sizeable amounts of imported capital goods, 
intermediate products and raw materials regardless of temporary ups and 
downs. Argentina furnishes a sizeable market, well worth the attention of 
U.S. exporters. 


Increased attention will be needed if the U.S. position in the Argentine 
market is not to suffer serious erosion. According to Argentine foreign 
trade figures, 1971 imports from the U.S. declined dollar-wise as well as 
percentage-wise. In 1970, the U.S. had 24.8% of the market, while in 1971 
our market share went down to 22.2%. Dollar value of 1971 Argentine imports 
from the U.S. was $415 million. The reduction in the U.S. market share still 
left us with a slightly greater percentage than the 1969 figure, 21.%. 





Monthly figures show a sharp decline in the U.S. market share to the 
neighborhood of 16-18% beginning in November, 1971 and going through 
January, 1972 (the latest figure available). This is due to import res- 
trictions imposed by the Argentine Government in the second half of 1971 
which are affecting U.S. sales more than those of our competitors. Theo- 
retically, the U.S. economic measures of last August, including a devalua- 
tion of the dollar, should have helped our competitive position here. 
However, in practise they have not yet had an apparent effect. The biggest 
reductions in U.S. sales to Argentina were in the fields of machinery and 
general manufactures. This trend, however, was noted in U.S. exports world- 
wide in 1971. 


Machine tools offer good possibilities for American exporters despite the 
intense competition. The unit value of imported machine tools is higher 
than the unit value of thos manufactured in Argentina, indicating that there 
is a demand for higher technology equipment. Imports amounted to about 50% 
of the total demand which is about $50 million dollars and is expected to 
increase to $70 million in 1975. The increase could be greater because the 
domestic industry is suffering from a lack of investment in modernization. 


Other fields offering good prospects are process control equipment; printing 
machinery; water purification and distribution equipment; electronics equip- 
ment, especially airport and shipboard electronics; and chemicals. 


A large contract has recently been let to American companies for the dredging 
of a deep water channel in the Parana river which will allow larger ocean 
going vessels to reach Rosario and other ports up the river. This, together 
with port-building and expansion projects in the South of Argentina, will 
create a significant demand for port machinery and equipment. 


Some months ago, the Export-Import Bank offered the Argentine Central Bank 
a $100 million dollar Cooperative Financing Facility. If, as expected, the 
Central Bank accepts the offer, this will provide additional financing for 
additional U.S. exports of many kinds for which adequate financing is not 
now available. 








Even if your company 


is already exporting, 


some of these facts may surprise you. 


7 surprising facts about exporting 


1: Small businesses are big in export. 3 out of 5 United States exporters have 


fewer than 100 employees. 


2: Exports keep 3 million Americans working. Every $15,000 of exports 


equals 1 job. 


3: Taxes can now be deferred on 50% of export profits. 
4: United States exports are a $43 billion-a-year business, and growing 11% 


each year. 


5: Export sales of durable goods increased 17% during 1970 while domestic 


sales of the same goods declined 3%. 


6: 96% of all American firms sell only in the United States. 
7: Booth space at a Commerce Department Trade Center can cost as 


little as $400. 


A major California wine producer has demonstrated 
that it's possible to market American wines in France. Sur- 
prised? Read on. 

You're probably aware of the effect of the new cur- 
rency realignments on selling overseas. Your goods are now 
priced more competitively in world markets. 

But are you aware that you need pay no tax on one- 
oe of none export profits? Recent tax legislation permits 

in export trade to set up a Domestic 
email Sales Corporation (DISC) and thereby defer 
Taxes on 50% of their export income. 


Exports— growth market of the year. 

Export sales help smooth our domestic cycles. Last 
year exporters discovered that many of their off-shore 
markets were recession-proof. During 1970,domestic sales 
of durable goods shrank. But export sales of those same 
goods increased by 17%. Exports proved to be the growth 





market of the year. And they continue to grow at an average 
of 11% a year—about one-third faster than the growth of 
all U.S. industry. 
You don’t have to be big to be 
profitable in exporting. 

If your firm has less than 100 employees, you should 
know that the majority of other exporters are about your 
size. More than three out of five, as a matter of fact. A 
manufacturing firm in Minnesota, with only 26 employees, 
is a case in point. Five years ago, they weren't even in ex- 
port. Now it’s 25% of their business. And the extra volume 
helps them get longer production runs with lower unit 
costs. Often, the added volume is without added capital 


investment. 
A helping hand for U.S. exporters. 


Take advantage of all the services available to you 
from the U.S. Department of Commerce. The Department 





and its 42 Field Offices can help you pinpoint the likeliest 
markets, by providing you with the research, marketing 
data and trade statistics you need. They can also help you 
expand into new markets. Like the eee pump 
manufacturer who was selling successfully in Europe. After 
Commerce specialists came up with a report on marketing 

in Japan, he developed sous Haghr tae thane tha ¥ 
Europe. He’s not alone. Of the firms using Commerce 
services, 60% have increased export sales. 


Expanding your distribution. 


The Commerce Department has ready access to 
135,000 overseas distributors and mani ’ agents 
who want to represent American firms. You can choose a 
distributor from existing lists, or, for a nominal fee, the 
Department will find a special agent to handle your specific 
products. 

In addition, as 1,800 American businessmen have 
done in the past five years, you can join a Trade Mission 
and travel overseas with the Mission to make commercial 
contacts.. If you prefer to go it alone, the Department will 
arrange on-the-spot help from any of the 468 commercial 
and economic officers attached to our 152 Embassies and 


Consulates. 
Showing your wares. 

Another example of the services available to you is 
our operation of nine permanent overseas Trade Centers 
in Europe, Asia, Australia and Latin America. At Trade 
Centers, American manufacturers show their goods to au- 
diences representing up to 80% of the purchasing power 
in these markets. Last year, Trade Centers produced $209,- 
000,000 in sales for U.S. firms. 

Or, you can participate in International Trade Fairs. 
The cost can be as low as $850 for space. The rewards can 
be high—$127,000,000 in immediate sales for these U.S. 
exhibitors last year. 

The Commerce Department provides booth design 
and construction at Trade Centers and Fairs, as well as 
advance promotion and personal calls on promising cus- 
tomers to ensure their attendance. 

Exports mean diversification for your company. 

96% of all American firms sell only in this country. 
Ridiculous! For most, the cost of constantly changing prod- 
uct lines, with all the attendant start-up and marketing 
expenses, is greater than learning to export existing 
products. Exporting adds years to many a product line 
Take the case of a Texas manufacturer of car and truck air 


conditioners. The domestic market was levelling off as 
more cars and trucks were sold with air conditioning as 
original equipment. The Texas firm “diversified” by ex- 
porting its existing products to Japanese car manufacturers 
—with great success. 

About financing, insurance and taxes. 

The United States Government helps finance Ameri- 
ca’s exports. The Export-Import Bank of the United 
States (Eximbank) offers direct loans for large projects and 
equipment sales which a long term ee It rd 
cooperates with commercial banks in providing credi 
overseas buyers of U.S. exports. Exim provides scaheiaa 
to commercial banks who in turn finance export sales. And 
now, by creating a Domestic International Sales Corpora- 
tion (DISC), you can defer Federal income. taxes on one- 
half of your export profits, so long as those profits are used 
to increase further exports. 

The time is now. 

If you're already exporting, it's time you broadened 
your Overseas ts. If you're not in exporting, it’s time 
you got started. 

There's no great mystery —and a lot less red tape than 
you think. The Department of Commerce will show you 
how to get started. Exports mean profits. Find out for your- 
self. Send the coupon below. 

Or, better yet, write directly to: 

Director, Bureau of International Commerce, U.S. Depart- 
ment of Commerce, Washington, D.C. 20230. 
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